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CERTIFAED MAT

Dear Applicant.

. We have. 'c,msidez"ed your application for recognition of exemption from
" Federal income tax under section 501 (c){(7} of the Internal Revenue Code of
R -1986

e 'rhe inzormatxon submitted indicated that you were incorporated on —
<o T, under the laws of the State of — *

'SYour statea purposﬂs are to pxovzde a summer vacation site and i
v:campgrounde for- thﬁ' current memhers 1nclud1ng mamtamnd roadways, ‘glectric
Lo power, ‘elean vrate i responsible’ sewage disposal recreational activities,
and eecuritlss :or thon pereonal property during the hmte). 5635!.-)3..

-if;’i‘he organi‘.ation 4as formed in N . shen the present campera bougn* the
»'xampt,nounds through ban)\ruptcy court, -.The canpgrounds had been formerly
-oifered to the campers under the terms of a 29 yaar, 1ea<e ‘Lor. the ‘various
1068 . Appllcatmn for memhersth in: the organvatlon and cholue of 1lots
‘are embodied in-a'sirgle form-and. each member must purchase’ at least one .
“lot,:: The. purchascd lots are used for summer vacation and campmg sites.
LWhen an. agrnement Lo purchase a lots is executed the member pays the
organivatlon an amount basad .on the lot value and’ thereafter pays. annual
fee or dueb,; ‘The orqanlzatwn also rents lots To: nofimembers, who h:We th‘.
soption: of Jcming “thé club:and. havmg ’,portion ‘of - their rantal :ees
.-;-a,ppl:.ed ta 'the dbvn nayment on- the: 1ot. In" adchtmon, tbe organl"ation‘
aggrasm e y advertlses 1ts 1ots to the qeneral public 1n vanous ~lymr

_:_Income 1s darxvcd prmanly from 1nit1a1 paympnts on lots from member
“ “-annual -dues, Jand’” rental-faes. trom nonmembars. L.:.pendltures are for ;
- smaintaining and {iproving the camping: groum.s, salaries, ~and” admimstrative __
a‘aftaiw of thc organizatlon.., ‘ .

T bectmn 5()1('-}(7: of the Intetnal Revenue Code ﬂxampts from ;E‘ederal ln..oma
S tax clubs organazed for pleawrc, recreation and other ncnprontaple

- purposas, qubstantlally all of the activities of which are for such. .
'puxpose« and ne pact of the eet sarnings of thh murec to’ t:rv= bcnent cf
any prwate shareholder. .

. initiator - - 4 Reviewer .. . Reviewer - - Reviewor . Reviewer
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Section 1.501{e)(7)-1{(a) of the Income Tax Regulaticvs states that
_the exemption provided by section 501(a) for organizations described in
‘gection 501{c}{7) applies only to clubs vhich are organized and operated
sxclusively for pleasure, recreation and other nonplofitabla purposes, but
does not apply to any club if any part of its net earnings inures to the
benefit of any private shareholder. In gsnoral, thiz cxemption extsnds to
.social and recreation <lubs which are supported solely by membership fses,
dues and asgessments.

Ssction 1.501(c) {7)-1{b) of the Income Tax Regulations states that a c¢club
which anqaqes in businsss, such as selling real estate, is not organized
-and operated exclusively for pleasurs, recreation, and other nonprofitable

'purposes and is not exempt undex sectlon 501 (a) of ths Code,

)Revenue Rullng 68 168, published in Cumulative Bulletln 1968-1, paqe 269,
“daals with an ‘organization that was formed to develop a lake and adjacent,
- areas to. prov1da facilities  for tha-pleasure ‘and recreation of its: members.
liphe orcanxzation leased. lots to 1ts mambership on a long term basis to be-
: _sed for sunmer cabing permanent residances or laft vacant. _The primary
'Bourca- ‘of . income was initial paymants and annual rental. It was hald that
'~the subdivxding and leasinq of lots. const;tntes engagmng 1n buainess. It

embprs only or thh the qeneral pablic is not incidental to or 1n
rtheranca of” ‘any purpose covared by section 501(¢) (7} of the Code.
ccordingly; ‘it was held that the. organization did not qualify for
3 tlon from Federal income taz ander. sectlon 501 {c}{7) of the Code,

avenue Rulang 69~220, publlshed in Cumulatlve Bulletin 1969 1, page: 154,
'plds:that 8" social club’ ‘that’ receives ‘a substantlal portion’ of its 1ncome
; ’cthe rental of propurty and uses such incone to defray oparating
axpensas and to 1mprove ‘and expand its faclliti=s. does not qualify for
emption-undar sactxon 501(0)(7) of the Internal Revenus Code of' 1986

QBased .on the'data submitted and on the Intarnal- Revenue Code, Ineame Tax N
eﬁulat1ons and kevenue Pulinq as cited in this letter,’ its is therofore,_s
_concludad tbat ‘you ‘do not- gualify. for- tax~exempt status a8 an organization:’
“described in saction 501 {c)(7) of the Internal Revenus Code.. This ﬁacision
-ig based: on the fact that the " prlmary act1v1ty 6f your organizatidn is the ,q'

sell1ng or' 1ea31ng ‘of lots to your members and the general public at’ mark
: “tas._ Th1ﬂ 1s_ev1denccd hy the fact- that: the majority of your |
forqanizatxon '8 'support” comes ‘from this activity and the fact that your
'rqan1aat10n aggresqively advert1ses its proparty, in direct competition
vith othar organizatlons ofier:ng the sams- services. The conduct of such
gal: astate activity in theé manner described. above constitutes engaging in
. business, ‘which is not in furtherances of any purposa covered’ by sactzon
:501{c) {7) of thL Coda :




You are required to file Federal income tax returns on Form 1120. A1l past
~due returns should be filed with this office within 60 days from the date
‘of ‘thisg’ letter. unlass a request £or an oxtension of time is granted. File
.returns for later ysars with the appropnate sexrvics ¢onter indicatsd iw

:.-the instructions for thove returns.

It you do ‘not accept out findings, ve recommend that your request a
_ .,'._conterenca vith a_ meuber of our Regional Office of Appeal Your requast
. for a conierenca should include a written appeal giving the facts, law, and

Publication 892, You will then be contacted to arrange a date for a
T 'the conterenca may be held at the Reqmnal Office, or. if you -

-other" mformation to support your position as axplained in the enclosad




